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Denali Practice Overview 
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Denali is a leading consultancy that focuses exclusively on Supply 
Chain Management

We have been consulting to leading 
organizations since 1996
We have sourced over $30 billion of 
goods and services
Services include:

Strategic sourcing assessment, 
program design, and facilitation
Supply chain strategy
Logistics improvement
eSupply chain strategy and 
implementation
Process, performance and 
organizational transformation

Overview

Supply Chain Management

Implementation

AssessmentStrategy



5© 2004 Denali Consulting

Denali also has deep commodity expertise across many commodity /
service categories, across many industries

• Transformers
• Build-Up Trucks
• Wire & Cable
• Chemicals
• Gases
• Facility Design & Construction
• Vegetation Management/Line Clearing
• Meters
• Janitorial Services
• Turbines & Generators
• Automated Metering
• MRO
• Plant and Facility Maintenance
• Travel Related Services
• Computers & Desktop Services
• Benefits Management
• Pipeline Maintenance
• Injection Molded Parts
• Pole Replacement

• Castings
• Drug & Alcohol Testing
• Fuel & Lubricants
• Drilling Equipment
• Rotors
• Motors & Generators
• Supplemental Personnel
• Boilers
• Switchgear
• Line Hardware
• Application Development Services
• Engineering Services
• Office Products & Furniture
• Printing & Reproduction Services
• Freight & Logistics
• Underground Construction
• Packaging
• Circuit Breakers
• Construction Services

Partial Listing of Commodities & Services Sourced by Denali
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Supply Chain Trends 
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2004 2005 2006 2007 2008

2005 Trends

Tougher, Healthier Supply 
Markets
Increased Sourcing 
Sophistication
Expansion of Sourcing 
Application
eSourcing Market Maturity and 
Consolidation
Global Sourcing Shakeup
Logistics Revolution
Increased Focus on Supply 
Chain

Implications
Buyers will need to be more 
creative, and use more 
sophisticated tools to achieve 
cost reduction
Suppliers will increase R&D 
spending, and offer more 
innovative products and 
services
Technology offerings have 
matured and can be used to 
imbed more strategic, end-to-
end processes
Global sourcing opportunities 
will change, bringing more 
complexity
Logistics processes will become 
more sophisticated, and 
technology enabled
Supply Chain organizational 
frameworks will continue to 
evolve, and receive elevated 
status

Trends Overview 
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Related Trends
Improved economy will allow 
more supplier investment in R&D 

New product and service 
innovation from suppliers will offer 
new opportunities for buyers

A shift towards a supplier’s 
market will create price pressures 
for buyers

Security of supply will once again 
be a focus for buyers Increased 

Price Pressure 
From 

Suppliers

Increased R&D 
Investment by 

Suppliers

More Product 
and Service 

Innovations in 
the Marketplace

Trend 1:  Healthier, Tougher Supply Markets
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Related Trends

Price focused bidding and 
auctions will become less 
effective, given the tougher 
markets

More creative sourcing 
approaches will be required to 
achieve cost reduction targets:

Value engineering 
Total cost approaches

Strategic alliances will once 
again become a popular 
strategic procurement 
approach

Less Focus on 
Price / Margins

More Focus on 
Total Cost

Trend 2:  Increased Sourcing Sophistication
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Total cost of ownership

The present value of all costs associated with a product, service, 
or capital equipment that are incurred throughout the supply 
chain.

Typically these are broken into 4 categories:
Purchase price- amount paid
Acquisition costs- identifying need, design and engineering, 
planning and clerical, procurement, supplier time, 
transportation
Usage costs- material management, delivery, payment, 
maintenance/utilization/repair, installation
End of life costs – investment recovery 
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$$
Purchase

Price

Procurement Practices 
Supplier Best Practices

Leverage
Supplier R&D Leverage 

Specifications
Inventory Practices

Service Measures tracking
Transactional Process

Remnant/Obsolete Practices

Perceived
Opportunity

Actual
Opportunity

Across a Company’s boundaries:

Where do we get the benefits?
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Identify Need     Procurement  Distribution   Warehousing    Disposal

Specification   Receiving  Application   Out-of-Service

“Cradle to Grave” Costing

Total ownership costing of the supply chain

Analysis of the supply chain is done using  a 
concept called Activity Based Costing
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Sourcing Cost Model

Activities
Current 
Costs

Supplier 
#1

Supplier 
#2

Supplier 
#3

Cost of Materials $3,650,000 $3,200,000 $3,500,000 $3,700,000

Develop quarterly projections $18,450 $0 $0 $0
Maintain vendor files $1,650 $550 $550 $550
Supplier selection and contract maintenance $2,600 $600 $600 $600
Placing orders with suppliers $1,900 $650 $650 $300
Inspecting product $5,150 $5,150 $2,125 $0
Transportation to districts $84,000 $84,000 $84,000 $0
Accounts payable problem resolution $16,000 $3,500 $3,500 $3,500
Warehouse handling costs $16,400 $16,400 $16,400 $0
Material handling to sites $19,550 $19,550 $19,550 $0
Inventory carrying costs $1,026,000 $380,000 $190,000 $0
Transportation to job sites $104,000 $104,000 $104,000 $280,000
Backhaul $121,500 $121,500 $0 $0
Disposal costs for out of service material $39,500 $39,500 $0 $0
Expedite orders $14,750 $7,375 $7,375 $7,375
Cost of warehouse space $72,000 $72,000 $72,000 $0
Obsolescence and damaged inventory $178,000 $178,000 $178,000 $0
Cost to maintain specialized vehicles $62,000 $62,000 $62,000 $0

TOTAL COST $5,433,450 $4,294,775 $4,240,750 $3,992,325

Example

Example of total cost comparisons
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• Electronic commerce
• Credit card
• Transaction reduction
• Summary billing

• Supplier managed 
programs

• Inventory reduction
• Logistics

• Demand management (min/max)
• Customer and supplier   

involvement / planning
• Reduce supplier cost drivers
• Product substitution (off the shelf)
• Specification alternatives
• Fit-for-purpose quality
• Standardization
• Break through ideas

• Volume discounts
• Corporate-wide leverage
• Supplier consolidation
• Long-term contracts
• Negotiation
• Consolidated shipments
• Risk management
• Joint ventures 

Organization-Wide Focus
• Executive and operations driven
• Cross-functional, enterprise-wide 

involvement

Organization-Wide Focus
• Executive and operations driven
• Cross-functional, enterprise-wide 

involvement

Traditional Procurement Focus
• Procurement driven
• Limited enterprise-wide involvement 

Traditional Procurement Focus
• Procurement driven
• Limited enterprise-wide involvement 

35%
Leveraging40%

Ongoing
cost 

saving
efforts

5%
 A

dmin

versusversus

Strategic Sourcing generates more savings because it attacks 
previously un-addressed costs

20%
Inventory
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Opportunity 
Assessment 
Segmenting spend 
into logical groups, 
and purposefully 
reviewing 
categories that 
should remain, or be 
sourced

Strategic Sourcing and 
Supplier Development 
Rigorous methodology for 
sourcing and developing 
suppliers

Value Discovery 
An annual review process that is used 
to determine the effectiveness of 
sourcing agreements, and set the 
course for the following year

Category Management Framework

Strategic 
Sourcing

Supplier 
Development

Value 
Discovery

General 
Procurement

High-Level
Opportunity

Category 
Grouping

Advanced sourcing frameworks will be required to create supply 
chain value
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Supplier Development Process

• Contract development
• Change order management
• Expediting
• Payment/invoicing
• Logistics
• Adherence to approval procedures
• Competitive re-bid every 1-2 years

• Provide detailed 
specifications of 
requirements

• Manages supplier 
performance metrics

• Manage supplier 
improvement initiatives

• Non strategic (no 
sourcing team)

• Transactional focus
• Lowest evaluated cost 

(typically price 
focused)

Customer role Procurement roleCharacteristics

General Procurement Process

Strategic Sourcing ProcessValue Discovery

Phase I
Opportunity 
Identification

Phase II
Assessment

Phase III
Sourcing 
Strategy

Phase IV
Supplier
Selection

Phase V
Contract 
Implementation

Category 
Strategy

Category 
Strategy

Phase I
Preparation

Phase I
Preparation

Phase II
Breakthrough 
Results

Phase II
Breakthrough 
Results

Phase III
Improvement 
Planning and 
Implementation

Phase III
Improvement 
Planning and 
Implementation

Phase IV
Supplier 
Relationship 
Management

Phase IV
Supplier 
Relationship 
Management

ApproachApproach Phase VI
Value Discovery

Phase VI
Value Discovery

Phase V
Supplier 
Performance 
Program

Phase V
Supplier 
Performance 
Program

Background & 
Performance
• Scope
• Spend
• Usage
• SPP

Background & 
Performance
• Scope
• Spend
• Usage
• SPP

External 
Competitive 
Assessment

• Price
• Process

External 
Competitive 
Assessment

• Price
• Process

Internal 
Assessment

• Demand
• Strategy
• Process

Internal 
Assessment

• Demand
• Strategy
• Process

The value discovery process ensures frequent, formal evaluation of 
sourcing strategies
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Primary Team Objectives:

• Realize opportunities for total cost savings, and quality and service enhancements identified during Strategic 
Sourcing or Value Discovery

• Identify, assess and pursue additional savings opportunities

Cross-functional Customer 
and Procurement core team

Customer and Procurement 
champions

Supplier representatives

Strong operational and 
analytical expertise

Decision-making authority

Supplier Development 
Team

Six Phases of Supplier Development

Supplier Development

I

A. Identify champions
B. Form team
C. Conduct kickoff
D. Manage stakeholder 

communication

Breakthrough 
Results

Preparation

A. Review and refine Category 
Strategy

B. Create supplier interaction strategy
C. Manage Communication
D. Conduct workshops

Improvement 
Planning and 
Implementation

Supplier 
Relationship
Management

A. Planning
B. Analysis

Supplier 
Performance
Program

Value Discovery

A. Develop transition plan
B. Conduct implementation
C. Plan competitiveness 

assessment

II

III

IV

V

VI

A. Review category 
performance

B. Perform internal 
and external 
assessments

C. Develop 
opportunities

D. Develop options 
and 
recommendation

E. Present 
recommendation

F. Implement

The supplier development process captures the benefits of strategic 
sourcing



18© 2004 Denali Consulting

Related Trends
Increasing the range of materials 
and services strategically sourced 
will continue to create more value

Creative bundling of commodities 
and value-added services will 
drive the trend towards “systems 
sourcing” %
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Traditional 
Companies

Progressive 
Companies

20-30%

70-80%

Trend 3:  Expansion of Sourcing Application
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Vehicle

Volume

Velocity

Value

How do I increase the business 
impact of my sourcing?

• Create breakthrough bottom 
line improvements from 
sourcing

• Create breakthrough top line 
revenue improvement 
opportunities from sourcing

How do I increase throughput 
and coverage of sourcing?

• Increase the amount of spend 
that has been sourced

• Increase the compliance to 
sourced agreements

• Increased the throughput to 
preferred processes (i.e., 
eProcurement)

How do I accelerate results?
• Increase the speed of sourcing 

processes
• Increase the speed of the supply-

chain and procurement cycles

What is the right way 
to get there?

Advanced sourcing follows a framework that will assist in assuring 
that no elements are overlooked
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Category A

Category B

Category D

Category C

Multi-Category Sourcing Team

Product / Price  leverage

Service component

Technology capabilities

Product / Price  
leverage

Service 
component

Technology 
capabilities
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Pursuit of cross-category synergies often requires the 
“unbundling” of products, services and technology 
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Opportunity

Sp
en

d

Circle size represents level 
of spend for category

Many Strategic 
Sourcing programs 
only focus on high 
spend, high 
opportunity 
categories, resulting 
in only 30-40% of 
spend being 
strategically sourced

Aggressive focus on 
expanding Strategic 
Sourcing targets can 
add increased 
savings – 70-80% + 
of spend addressed

Aggressively expanding the scope of spend addressed in Strategic
Sourcing can yield increased results
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Levers for Increasing Strategic Sourcing ROI

Create faster, lower-cost 
sourcing processes for 
marginal categories

Use technology that 
focuses on speeding the 
sourcing cycle

Online reverse 
auctions
eRFP’s, eSurveys
Pre-built, category-
specific templates

Reduce the cost to 
Strategically Source

Use eMarketplaces to increase 
leverage for categories where 
spend is low relative to other 
buyers
Pursue cross-category synergies
Deploy TCO analytics
Use technology that focuses on 
increasing competitive pressure & 
savings realization

Online reverse auctions
eLogistics solutions

Increase the savings 
contribution from 
Strategic Sourcing

A specific focus on ROI can lead to creative ways to expand the 
scope of spend addressed through Strategic Sourcing
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Trend 4:  Consolidation of eSourcing Vendors and Applications 

Related Trends
We have already experienced great
eSourcing consolidation; next will likely 
be the ERP players

Finally we are starting to see a 
functional, holistic suite of offerings 
from the remaining eSourcing
technology providers

eSourcing space is in early stages of 
maturity with a logical and useful suite 
of procurement tools

Expect future developments to focus 
on supplier collaboration applications 
and the integration of logistics / 
inventory management applications

Common Suite of Offerings
Spend analysis
Workflow
RFx
Auctions
Project Management
Contract Management
Supplier Management
Invoice/Payment Solutions
Performance Reporting
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Just a short time ago there were a plethora of providers in the
eSourcing space  

Vendors Evaluated
AgileAriba

A.T. Kearney Procurement Solutions

Commerce One
DiligentEmptorisFreemarkets

Frictionless
Healy Hudson

i2 Technologies
ManugisticsMindflowOraclePeopleSoftPerfectSAPVerticalnet

Analysis & 
Planning

Direct 
Materials 

Sourcing & 
CSM

RFx

Bidding 
Events

Bid Analysis, 
Negotiation, 
Contract Dev

Supplier & 
Internal Perf 
Management

Spend Analysis
Aentropy
Analytics, Inc.
Business Objects
Cognos
Dun & Bradstreet
Informatica
JBA Consulting
SAS Institute
Silvon
SoftFace
Zeborg
Zycus

Spend Analysis
Aentropy
Analytics, Inc.
Business Objects
Cognos
Dun & Bradstreet
Informatica
JBA Consulting
SAS Institute
Silvon
SoftFace
Zeborg
Zycus

Category / Industry Specialists
Advisian (Manugistics) – A&D
Aspen Technology (Process)
ChemConnect (Chemicals)
Citadon (Eng. & Construction)
Covisint (Automotive)
Formation Systems (Process)
GlobalSources (Retail)
LifetecNet - Life Sciences
Noosh – Print
Polydyne (High-tech)
PrintCafe (Print)
ProcureZone (Construction)
Promeria (High-tech)
QRS (Retail)
RiverOne (High-tech)
SciQuest – Life Sciences
SupplyPro – MRO
ThreeCore – Discrete Direct
Tradec (High-tech)

Category / Industry Specialists
Advisian (Manugistics) – A&D
Aspen Technology (Process)
ChemConnect (Chemicals)
Citadon (Eng. & Construction)
Covisint (Automotive)
Formation Systems (Process)
GlobalSources (Retail)
LifetecNet - Life Sciences
Noosh – Print
Polydyne (High-tech)
PrintCafe (Print)
ProcureZone (Construction)
Promeria (High-tech)
QRS (Retail)
RiverOne (High-tech)
SciQuest – Life Sciences
SupplyPro – MRO
ThreeCore – Discrete Direct
Tradec (High-tech)

Supplier Discovery
Austin-Tetra
Dun & Bradstreet
GlobalSpec
OpenRatings
SGS
Supplier Insight
Thomas Publishing

Supplier Discovery
Austin-Tetra
Dun & Bradstreet
GlobalSpec
OpenRatings
SGS
Supplier Insight
Thomas Publishing

PLM / Collaboration
Advisian
Apexon
Artemis
Citadon
Digital Paper
Documentum
eRoom
HelloBrain
Matrix One
NewView
Nexprise
OpenText
Primavera
PTC

PLM / Collaboration
Advisian
Apexon
Artemis
Citadon
Digital Paper
Documentum
eRoom
HelloBrain
Matrix One
NewView
Nexprise
OpenText
Primavera
PTC

Advanced Analytics
Adaptive Trade
BiosGroup
CombineNet
Dash Optimization
ILOG
INSIGHT, Inc.
LogicTools
Optiant
Rapt
SmartOps
Sunset Software
Tantian

Advanced Analytics
Adaptive Trade
BiosGroup
CombineNet
Dash Optimization
ILOG
INSIGHT, Inc.
LogicTools
Optiant
Rapt
SmartOps
Sunset Software
Tantian

Reverse Auctions
Clarus
GXS
MaterialNet (Perfect)
Moai Technologies
Procuri
PurchasePro

Reverse Auctions
Clarus
GXS
MaterialNet (Perfect)
Moai Technologies
Procuri
PurchasePro

Sourcing Services
Global eProcure
ICG Commerce
Consulting Firms

Sourcing Services
Global eProcure
ICG Commerce
Consulting Firms

Contract Management
Accruent
DiCarta
I-Many
Model N
Nextance
TenRivers
Upside Software

Contract Management
Accruent
DiCarta
I-Many
Model N
Nextance
TenRivers
Upside Software

Supplier Performance
Apexon
Entomo
Open Ratings
SeeCommerce
Supplier Insight

Supplier Performance
Apexon
Entomo
Open Ratings
SeeCommerce
Supplier Insight

Process

Niche Applications

“Suite” Applications

Fragmented eSourcing Vendor 
Landscape of 2002

©2002 AMR Research



25© 2004 Denali Consulting

Today, there are relatively few eSourcing vendors  

Ariba/FMKT

B2eMarkets

CommerceOne

DiCarta

Emptoris/Zeborg

Eventra

Perfect Commerce

Procuri

Requisite

SupplyWorks

VerticalNet

I2

OpenRatings

Raw 
Material 
Optimiz.

eBreviate

Clarus

Agile Software

Frictionless

Exemplary

Entomo

Supplier 
Risk 
Analysis

Spend 
Analysis

Supplier 
Perform. 
Analysis

Supplier 
Allocation 
Analysis

Sourcing 
Strategic
Planning

ICG Commerce

SupplierInsight

Healy Hudson

Company Contract 
Admin

Exchange/ 
Dynamic 
Bidding 

Auction/ 
Reverse 
Auction

RFP / RFQ 
Engine

Ariba/FMKT

B2eMarkets

CommerceOne

DiCarta

Emptoris/Zeborg

Eventra

Perfect Commerce

Procuri

Requisite

SupplyWorks

VerticalNet

I2

OpenRatings

Raw 
Material 
Optimiz.

eBreviate

Clarus

Agile Software

Frictionless

Exemplary

Entomo

Supplier 
Risk 
Analysis

Spend 
Analysis

Supplier 
Perform. 
Analysis

Supplier 
Allocation 
Analysis

Sourcing 
Strategic
Planning

ICG Commerce

SupplierInsight

Healy Hudson

Company Contract 
Admin

Exchange/ 
Dynamic 
Bidding 

Auction/ 
Reverse 
Auction

RFP / RFQ 
Engine

©2004 Denali Research
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Trend 5:  Global Sourcing Shakeup 

Significant changes have occurred in the last 2 years following 9/11

National security concerns have caused many companies to rethink their 
global sourcing strategies

Additionally, global economic shifts have created changes in the preferred 
sources for many types of commodities and services, particularly in the eastern 
European regions

Low cost country outsourcing has gained momentum in manufacturing

2005 will see in-depth approaches to global sourcing risk assessment used to 
develop strategies that continue to achieve cost advantages, while allowing for 
appropriate security adherence and risk mitigation measures

Global sourcing has been a significant strategy 
for many companies over the last decade 
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Trend 6:  Logistics Revolution 

Warehousing and transportation have been the quiet sibling to 
Procurement in recent years due to new technologies and 
processes in this space
We expect Logistics to soon share the limelight, with emphasis in 
three major areas:

1) A continued, but more intense focus on the use of 3rd party 
logistics providers (3PL’s)

2) Greater advancements in the logistics technology space
3) Greater evolution of the concept of virtual inventories

Manufacturers

Distributors

Suppliers

Corporate 
Warehousing

Transportation

End User

Distribution of Materials to End Users

Returns, Repair and Salvage

Information Conduit

Manufacturers

Distributors

Suppliers

Corporate 
Warehousing

Transportation

End User

Distribution of Materials to End Users

Returns, Repair and Salvage

Information Conduit
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The Logistics revolution will be slow, but will eventually integrate 
with those developments seen in the Procurement space 

Trend Key Points

Increased Use of 3PL’s

Most major manufacturers already outsource most of 
their logistics activity

• Transportation, warehousing, packaging, spare 
parts management

We expect movement from the non-manufacturing 
sector to logistics outsourcing, enabling focus on 
true core competencies

Greater Advancement in 
Logistics Technology

Hottest area is RFID (Radio Frequency Identification) 
technology

As value creation is tougher to get in tighter supply 
markets, more focus will be applied to logistics 
technology and integration

Greater Imbedding of 
Virtual Inventories

The combination of improved and more integrated 
logistics technology , with the expanded role of 
suppliers value-added services, will allow for the 
advancement of virtual inventories
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Leading companies are actively taking a holistic view of the logistics 
process to derive additional value from the supply chain

Logistic processes and 
practices

Qualitative Assessment

Key logistic costs
Metrics
Benchmarks

Quantitative Assessment

Ten Dimensions of Logistics Effectiveness

Facility 
Layout

& Design

Material 
Storage & 

Preservation

Material 
Handling 

& Flow

Performance
Management

Material 
Transportation 

& Routing

Organization 
& Culture

Use of 3 rd Party 
Logistics Providers

Supplier Integration & 
Value Add Services

Use of 
Equipment 

& Technology

Warehousing 
Processes

Facility 
Layout

& Design

Material 
Storage & 

Preservation

Material 
Handling 

& Flow

Performance
Management

Material 
Transportation 

& Routing

Organization 
& Culture

Use of 3 rd Party 
Logistics Providers

Supplier Integration & 
Value Add Services

Use of 
Equipment 

& Technology

Warehousing 
Processes
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Quantitative analysis of logistics cost performance is assessed 
against industry leaders
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… as well as inventory performance
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From a qualitative standpoint, process analysis is conducted to 
assess gaps across all Logistics dimensions

Logistics Performance Versus Qualitative Benchmarks

Commodity Supply Chain Management Dimensions

0

1

2

3

4

5
Leaders all
Industries
Government
Leaders

Agency X

Agency
Average

Score

Organization &
Culture

Supplier
Integration

Material 
Handling & 

Flow

Storage &
Preservation

Equipment &
Technology

Performance
Management

3PL
Providers

Transportation 
& Routing

Warehouse
Procedures

Layout &
Design
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Trend 7:  Increased Focus on the Supply Chain Organization

Status of the Supply Chain organization has been elevated through higher level 
reporting relationships and a seat at the executive table

Supply Chain adds bottom-line value

Additionally, many companies have radically changed the shape of the Supply 
Chain organization

Separating strategic sourcing from tactical procurement
Procurement outsourcing will remain limited except for in niche areas

Finally, there will be a continued focus on increasing the skills and capabilities 
of Supply Chain personnel, through combination of external talent integration 
and internal training and career development
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Why past success is not enough

1. A new supplier commences operations every minute

2. A supplier files bankruptcy every 8 minutes 

3. A supplier ceases operations every 3 minutes

4. A judgment is filed against a supplier every 14 seconds

5. A supplier name change happens every 2 minutes

6. A supplier ownership change happens every 4 hours

7. A supplier’s risk profile changes every minute

…world of constant change and challenges (opportunities)

Source: Dun and Bradstreet
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Thank You!

Denali Consulting
http://www.denaliusa.com

Dawn Tiura
(530) 582-5581 work
(408) 761-5575 cellular
dtiura@denaliusa.com


